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SUMMARY

In these Comments, Sprint proposes a plan for universal service contribution and

collection that addresses the problems raised by the Commission in the NPRM, and

affords simplicity and certainty to all parties: consumers, carriers and USAC.  In a

nutshell, Sprint's plan contains the following:

x A "Collect and Remit" Process

Carriers remit to the fund the exact amount they collect, eliminating any risk of

over or under collection of universal service payments.

x Interstate Factors Used to Derive Interstate Revenues from Total Revenues

These factors apply to revenues of all carriers, avoiding the inordinate amount of

resources spent on segregating interstate revenues from other revenues.

x Universal Service Costs Recovered from Customers on a Per-Line Basis

This is the most equitable allocation method for customers, given the fact that

universal service benefits accrue from network connections rather than revenues.

It is also competitively neutral and administratively suitable for carriers.

x LEC Collection from Wireline Customers on behalf of both LECs and IXCs

It is more convenient and efficient for customers to make one universal service

payment per network connection, and it is impractical for IXCs to collect on a

per-line basis. This method is equitable and nondiscriminatory among carriers,

because their customers are making appropriate contributions.

x Maintains Current Balance in Contributions between Wireline and Wireless Carriers.
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6SULQW &RUSRUDWLRQ �´6SULQWµ�� RQ EHKDOI RI LWV ORFDO� ORQJ GLVWDQFH DQG ZLUHOHVV

GLYLVLRQV� VXEPLWV LWV &RPPHQWV WR WKH 1RWLFH RI 3URSRVHG 5XOHPDNLQJ� UHOHDVHG RQ 0D\ ��

����� DV )&& ������ LQ WKH DERYH UHIHUHQFHG GRFNHWV ��1350���

,� ,1752'8&7,21

,Q WKH 1350� WKH &RPPLVVLRQ VHHNV FRPPHQW RQ KRZ WR VWUHDPOLQH DQG UHIRUP WKH

PDQQHU LQ ZKLFK FDUULHUV DUH DVVHVVHG IRU IHGHUDO XQLYHUVDO VHUYLFH IXQGLQJ DQG WKH PDQQHU LQ
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ZKLFK WKHVH IXQGV DUH UHFRYHUHG IURP FXVWRPHUV�� 7KH &RPPLVVLRQ VHHNV WR GHWHUPLQH WKH

EHVW PHWKRG WR XVH LQ DVVHVVLQJ FDUULHUV IRU XQLYHUVDO VHUYLFH� WDNLQJ LQWR DFFRXQW WKH

XQLYHUVDO VHUYLFH SULQFLSOHV VHW IRUWK LQ 6HFWLRQ ����E� RI WKH &RPPXQLFDWLRQV $FW RI �����

DV DPHQGHG �WKH �$FW���� DV ZHOO DV EXUGHQV RQ FRQWULEXWRUV� FRQVXPHUV� WKH &RPPLVVLRQ

DQG WKH 8QLYHUVDO 6HUYLFH $GPLQLVWUDWLYH &RPSDQ\ ��86$&���� 7KH &RPPLVVLRQ KDV DOVR

UHTXHVWHG FRPPHQW RQ LWV SURSRVDO WR FUHDWH D XQLIRUP PHFKDQLVP E\ ZKLFK FDUULHUV FROOHFW

XQLYHUVDO VHUYLFH SD\PHQWV IURP WKHLU FXVWRPHUV��

6SULQW DSSODXGV WKH &RPPLVVLRQ IRU LGHQWLI\LQJ DQG FRQIURQWLQJ SUREOHPV ZLWK WKH

XQLYHUVDO VHUYLFH FRQWULEXWLRQ DQG DVVHVVPHQW V\VWHP� 8QIRUWXQDWHO\� WKH VL]H RI WKH IXQG

FDXVHV WKHVH SUREOHPV WR EH SURQRXQFHG�

,Q WKHVH &RPPHQWV� 6SULQW ILUVW LGHQWLILHV SUREOHPV ZLWK WKH FXUUHQW V\VWHP� PDQ\ RI

ZKLFK DUH QRWHG E\ WKH &RPPLVVLRQ LQ WKH 1350� 6SULQW WKHQ SURSRVHV D SODQ IRU UHYLVLQJ

WKH FRQWULEXWLRQ DQG DVVHVVPHQW PHWKRGRORJLHV DQG GLVFXVVHV KRZ LWV SODQ VROYHV WKHVH

SUREOHPV� ,Q VXPPDU\� 6SULQW
V SODQ IRU FROOHFWLQJ DQG UHPLWWLQJ IHGHUDO XQLYHUVDO VHUYLFH

IXQGV VSUHDGV WKH EXUGHQ RI SD\LQJ IRU IHGHUDO XQLYHUVDO VHUYLFH HTXDOO\ DFURVV D ZLGH EDVH RI

FRQVXPHUV LQ D PDQQHU WKDW PLQLPL]HV FRVW DQG LQFRQYHQLHQFH WR FRQVXPHUV� DQG VLPSOLILHV

UHSRUWLQJ UHTXLUHPHQWV DQG RWKHU DGPLQLVWUDWLYH EXUGHQV RQ ERWK FDUULHUV DQG 86$&� 7KH

FUX[ RI 6SULQW
V SODQ LV D FROOHFW DQG UHPLW SURFHVV LQ ZKLFK FDUULHUV FRQWULEXWH WR WKH IXQG

WKH H[DFW DPRXQW WKH\ FROOHFW IURP FXVWRPHUV� )XUWKHU� 6SULQW SURSRVHV WKDW VXFK FROOHFWLRQ

EH GRQH RQ D SHU OLQH EDVLV� VR ORQJ DV WKH ZLUHOLQH SRUWLRQ RI WKH IXQG LV FROOHFWHG E\ ORFDO

H[FKDQJH FDUULHUV RQ EHKDOI RI WKHPVHOYHV DQG LQWHUH[FKDQJH FDUULHUV� )LQDOO\� 6SULQW
V SODQ

�
1350 DW ���

� �� 8�6�&� �����E��
�
1350 DW ����

�
,G� DW ��
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PDLQWDLQV WKH FXUUHQW� DFFXUDWH FRQWULEXWLRQ UDWLRV EHWZHHQ WKH ZLUHOLQH DQG ZLUHOHVV PDUNHW

VHJPHQWV�

,,� 352%/(06 :,7+ 7+( &855(17 6<67(0

7KUHH PDLQ SUREOHPV ZLWK WKH FXUUHQW V\VWHP QHHG WR EH DGGUHVVHG� )LUVW� FDUULHUV

FXUUHQWO\ HPSOR\ LQFRQVLVWHQW PHWKRGV LQ UHFRYHULQJ XQLYHUVDO VHUYLFH FRVWV IURP FXVWRPHUV�

7KHVH YDULDQFHV FDQ OHDG WR FXVWRPHU FRQIXVLRQ� 6HFRQG� WKH DGPLQLVWUDWLYH EXUGHQ RQ

FDUULHUV DQG 86$& DUH WRR FRPSOH[ DQG FRQVXPH DQ LQRUGLQDWH DPRXQW RI UHVRXUFHV�

)LQDOO\� WKH V\VWHP LV QRW DV IDLU DQG FRQYHQLHQW IRU HQG XVHUV DV LW VKRXOG EH�

$� &XUUHQW &RVW 5HFRYHU\ 0HFKDQLVPV $UH ,QFRQVLVWHQW DQG &DXVH &XVWRPHU

&RQIXVLRQ

,Q PDQ\ FDVHV� FDUULHUV UHFRYHU WKHLU XQLYHUVDO VHUYLFH FRQWULEXWLRQV IURP FXVWRPHUV

E\ FROOHFWLQJ D SHUFHQWDJH RQ WKHLU FXVWRPHUV
 LQWHUVWDWH DQG LQWHUQDWLRQDO ELOOLQJV� $V WKH

&RPPLVVLRQ QRWHG LQ WKH 1350� PRVW FDUULHUV FKDUJH FXVWRPHUV D SHUFHQWDJH WKDW GLIIHUV

IURP WKH FDUULHU FRQWULEXWLRQ SHUFHQWDJH FKDUJHG E\ WKH &RPPLVVLRQ�� 7KHVH SHUFHQWDJHV

GLIIHU IRU YDULRXV UHDVRQV� LQFOXGLQJ WKH IROORZLQJ� �L� EHFDXVH FDUULHUV FRQWULEXWH WR WKH IXQG

EDVHG RQ WKHLU JURVV ELOOHG HQG XVHU WHOHFRPPXQLFDWLRQV UHYHQXH� WKH\ PXVW LQFUHDVH WKH

FROOHFWLRQ UDWH FKDUJHG WR FXVWRPHUV WR DOORZ IRU XQFROOHFWLEOHV� �LL� EHFDXVH FDUULHUV


XQLYHUVDO VHUYLFH FRVW UHFRYHU\ LV LQFOXGHG LQ HQG XVHU ELOOHG UHYHQXH� FDUULHUV PXVW LQFUHDVH

RU �JURVV XS� FROOHFWLRQV VLPSO\ LQ RUGHU WR UHFRYHU XQLYHUVDO VHUYLFH FRQWULEXWLRQV SDLG RQ

XQLYHUVDO VHUYLFH FROOHFWLRQV�� DQG �LLL� WKH VL[ PRQWK UHJXODWRU\ ODJ EHWZHHQ WKH UHSRUWLQJ RI

� 1350 DW ����
� $VVXPH ���� LQ UHYHQXH DQG D �� FRQWULEXWLRQ IDFWRU� ,I WKH FDUULHU DVVHVVHV �� WR WKH
FXVWRPHU� WKH FDUULHU FROOHFWV ������� ����� 7KH IXQG WKHQ DVVHVVHV WKH FDUULHU �� RQ
����� RU ������ ,Q RUGHU IRU WKH FDUULHU WR DYRLG D VKRUWIDOO RI ���� SHU ���� ������ SDLG �
����� FROOHFWHG�� WKH FDUULHU PXVW DVVHVV WKH FXVWRPHU DSSUR[LPDWHO\ ����� UDWKHU WKDQ ���
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UHYHQXHV DQG WKH FRQWULEXWLRQ RI IXQGV UHTXLUHV ,;&V WR UDLVH FROOHFWLRQ UDWHV ZKHUH

QHFHVVDU\ WR DFFRXQW IRU GHFOLQLQJ ORQJ GLVWDQFH UHYHQXHV�

7KH FXUUHQW V\VWHP FUHDWHV D FRQVWDQWO\ PRYLQJ WDUJHW� PDNLQJ LW GLIILFXOW IRU FDUULHUV

WR PDWFK DPRXQWV FRQWULEXWHG WR WKH IXQG ZLWK DPRXQWV FROOHFWHG IURP FXVWRPHUV� 7KXV� DW

DQ\ WLPH D FDUULHU PD\ EH UHFRYHULQJ PRUH RU OHVV WKDQ LW SDLG LQWR WKH IXQG� 7KLV FRVW

UHFRYHU\ LPEDODQFH FDQ EH FRQIXVLQJ WR FXVWRPHUV� PDNLQJ WKHP XQFHUWDLQ DV WR WKHLU SURSHU

VKDUH RI WKH FRVWV RI XQLYHUVDO VHUYLFH�

%� $GPLQLVWUDWLYH 5HTXLUHPHQWV RQ &DUULHUV DUH &RPSOH[ DQG %XUGHQVRPH

8QGHU WKH FXUUHQW PHWKRG RI DVVHVVPHQW DQG FRQWULEXWLRQ� FDUULHUV VSHQG DQ

LQRUGLQDWH DPRXQW RI UHVRXUFHV WR FRPSO\ ZLWK WKH UHTXLUHPHQWV RI WKH IHGHUDO XQLYHUVDO

VHUYLFH IXQG� 7KLV LV SDUWLDOO\ FDXVHG E\ HYHQWV EH\RQG WKH &RPPLVVLRQ
V FRQWURO� VXFK DV

WKH )LIWK &LUFXLW
V UXOLQJ WKDW WKH &RPPLVVLRQ PD\ XVH RQO\ LQWHUVWDWH UHYHQXHV LQ

GHWHUPLQLQJ FDUULHU IXQG FRQWULEXWLRQV�� 7KH UHVRXUFHV XVHG WR DGPLQLVWHU WKH IXQG DUH D

UHDO FRVW WR FDUULHUV DQG WR VRFLHW\� DQG VKRXOG EH PLQLPL]HG WR WKH H[WHQW SRVVLEOH ZLWKRXW

FRPSURPLVLQJ WKH LQWHJULW\ RI WKH IXQG�

�� ,GHQWLI\LQJ ,QWHUVWDWH 5HYHQXHV LV &RPSOH[

7KH PRVW RQHURXV DVSHFW RI 86) DGPLQLVWUDWLRQ LV WKH HIIRUW QHHGHG WR VHJUHJDWH

LQWHUVWDWH DQG LQWUDVWDWH UHYHQXHV DV UHTXLUHG E\ ODZ�� ,;&V DUH UHTXLUHG WR VHJUHJDWH

LQWHUVWDWH WUDIILF IURP LQWUDVWDWH WUDIILF DQG UHJXODWHG VHUYLFHV IURP QRQ�UHJXODWHG VHUYLFHV�

,Q WKH FDVH RI 6SULQW
V ORQJ GLVWDQFH DIILOLDWH� LWV V\VWHPV ZHUH QRW GHVLJQHG WR GLVWLQJXLVK

LQWHUVWDWH IURP LQWUDVWDWH UHYHQXHV� )XUWKHU� LW LV YLUWXDOO\ LPSRVVLEOH WR LGHQWLI\ LQWHUVWDWH

UHYHQXHV XQGHU FDOOLQJ SODQV WKDW FRQWDLQ D EXFNHW RI PLQXWHV RU D EXQGOH RI GLIIHUHQW

� 7H[DV 2IILFH RI 3XEOLF 8WLOLW\ &RXQVHO Y� )&&� ��� )��G ��� ��WK &LU� ����� ��7238&��
� 8QOHVV RWKHUZLVH VWDWHG� UHYHQXHV DUH DVVXPHG WR PHDQ HQG XVHU WHOHFRPPXQLFDWLRQ
UHYHQXHV�
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VHUYLFHV� )RU H[DPSOH� D FDUULHU FDQQRW DFFXUDWHO\ GHWHUPLQH WKH DPRXQW RI LQWHUVWDWH

UHYHQXH FROOHFWHG ZKHUH D FXVWRPHU XVHV ���� PLQXWHV PDNLQJ PXOWL�MXULVGLFWLRQDO FDOOV

XQGHU D FDOOLQJ SODQ WKDW SURYLGHV ���� PLQXWHV IRU �����

&056 SURYLGHUV �UHIHUUHG WR KHUHLQ DV �ZLUHOHVV FDUULHUV�� KDYH DOVR DVVHUWHG WKDW

WKH\ FDQQRW� ZLWKRXW VXEVWDQWLDO GLIILFXOW\� LGHQWLI\ WKHLU UHYHQXHV DV LQWHUVWDWH RU LQWUDVWDWH��

,Q WKH :LUHOHVV 6DIH +DUERU 2UGHU� WKH &RPPLVVLRQ DJUHHG DQG SURYLGHG ZLUHOHVV FDUULHUV D VDIH

KDUERU RSWLRQ DV DQ DOWHUQDWLYH WR VHJUHJDWLQJ LQWHUVWDWH UHYHQXHV���

0RUH WKDQ WZR \HDUV DIWHU WKH &RPPLVVLRQ UHFRJQL]HG WKH EHQHILWV RI WKLV

DSSURDFK� 6SULQW 3&6 UHPDLQV XQDEOH WR DOORFDWH LQWHUVWDWH DQG LQWUDVWDWH PLQXWHV RI XVH

ZLWKRXW XQGHUWDNLQJ D VLJQLILFDQW� WLPH�FRQVXPLQJ DQG H[SHQVLYH HIIRUW� 0RUHRYHU� DV ZDV

WKH FDVH LQ ����� HYHQ LI VXFK DQ HIIRUW LV XQGHUWDNHQ� LW LV LPSRVVLEOH WR DFKLHYH DQ

DSSURSULDWH GHJUHH RI DFFXUDF\���

%\ DOORZLQJ DOO ZLUHOHVV FDUULHUV WR XWLOL]H DQ DOORFDWRU �L�H� WKH VDIH KDUERU� WR

DSSUR[LPDWH LQWHUVWDWH WUDIILF� WKH &RPPLVVLRQ HIIHFWLYHO\ UHGXFHG WKH FRVW RI XQLYHUVDO

VHUYLFH IRU ZLUHOHVV FDUULHUV DQG FRQVXPHUV� 7KH DOORFDWRU SURYLGHV WKLV EHQHILW E\ DOORZLQJ

ZLUHOHVV FDUULHUV WR PLQLPL]H WKH DGPLQLVWUDWLYH EXUGHQV DVVRFLDWHG ZLWK XQLYHUVDO VHUYLFH

IXQGLQJ� 0RUHRYHU� WKH &RPPLVVLRQ UHFHQWO\ HPSOR\HG WKH VDIH KDUERU DSSURDFK DJDLQ IRU

XQLYHUVDO VHUYLFH LQ WKH FRQWH[W RI DOORFDWLQJ EHWZHHQ WHOHFRPPXQLFDWLRQV UHYHQXHV DQG QRQ�

� )HGHUDO�6WDWH -RLQW %RDUG RQ 8QLYHUVDO 6HUYLFH� && 'RFNHW 1R� ������ 0HPRUDQGXP 2SLQLRQ
DQG 2UGHU DQG )XUWKHU 1RWLFH RI 3URSRVHG 5XOHPDNLQJ� �� )&& 5FG ������ ������ ��
������ ��:LUHOHVV 6DIH +DUERU 2UGHU��
�� ,G� DW ��������� ���� 7KH VDIH KDUERU SHUFHQWDJHV DUH ��� IRU FHOOXODU DQG EURDGEDQG
3&6� DQG ��� IRU SDJLQJ SURYLGHUV�
�� %\ ZD\ RI H[DPSOH� LQ WKH HDUOLHU SURFHHGLQJ $LU7RXFK FODLPHG WR KDYH GHYHORSHG D
MXULVGLFWLRQ WUDFNLQJ V\VWHP WKDW FDQ GLVWLQJXLVK VWDWH IURP LQWHUVWDWH FDOOV ZLWK D UHDVRQDEOH
GHJUHH RI DFFXUDF\� (YHQ VR� $LU7RXFK DFNQRZOHGJHG WKDW LWV V\VWHP PD\ VWLOO \LHOG
´LQDFFXUDWH LQIRUPDWLRQ�µ 6HH :LUHOHVV 6DIH +DUERU 2UGHU DW ��������� �������
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WHOHFRPPXQLFDWLRQV UHYHQXHV� VXFK DV &3(�
��

$V GLVFXVVHG LQ PRUH GHWDLO LQ 6HFWLRQV � DQG

�� LQIUD� 6SULQW
V SODQ EXLOGV RQ WKH &RPPLVVLRQ
V VXFFHVV E\ H[WHQGLQJ WKH FRQFHSW RI DQ

DOORFDWRU WR ERWK ZLUHOLQH DQG ZLUHOHVV FDUULHUV�

�� 5HSRUWLQJ 5HTXLUHPHQWV DUH %XUGHQVRPH

&XUUHQWO\� FDUULHUV PXVW ILOH ILYH UHSRUWV SHU \HDU� FRQVLVWLQJ RI IRXU TXDUWHUO\

UHSRUWV DQG DQ DQQXDO UHSRUW� 7KH TXDUWHUO\ UHSRUWV DUH GXH ZLWKLQ RQH PRQWK DIWHU WKH HQG

RI D TXDUWHU� $Q\ HUURUV PDGH LQ WKHVH UHSRUWV FDQ RQO\ EH FRUUHFWHG EHIRUH ILOLQJ WKH QH[W

UHSRUW� 7KHUH LV QR SURYLVLRQ IRU FRUUHFWLQJ HUURUV PRUH WKDQ WKUHH PRQWKV LQ DUUHDUV�

1HYHUWKHOHVV� WKH DQQXDO UHSRUW LV XVHG DV D FKHFN DJDLQVW WKH IRXU TXDUWHUO\ UHSRUWV� DQG DQ\

GLVFUHSDQF\ LV FKDUJHG DJDLQVW WKH FDUULHU E\ DSSO\LQJ DQ DYHUDJH RI WKH WZR PRVW

GLVDGYDQWDJHRXV FRQWULEXWLRQ IDFWRUV IRU WKH \HDU� 7KLV UHSRUWLQJ V\VWHP LV FRVWO\ DQG

LQHTXLWDEOH�

&� 7KH 6\VWHP 6KRXOG EH 0RUH )DLU DQG &RQYHQLHQW IRU (QG 8VHUV

&XUUHQWO\ HQG XVHUV DUH JHQHUDOO\ SD\LQJ IRU XQLYHUVDO VHUYLFH EDVHG RQ UHYHQXHV�

ZKLFK LV QRW WKH PRVW HTXLWDEOH PHWKRG� ,I ZH H[DPLQH WKH FXUUHQW V\VWHP� ZH ILQG WKDW LW LV

EDVHG RQ D QRWLRQ WKDW �� UHYHQXHV PLJKW VHUYH DV VRPH W\SH RI D SUR[\ IRU XVDJH� DQG �� WKH

LGHD WKDW WKH EHQHILWV RI XQLYHUVDO VHUYLFH DUH JUHDWHU IRU WKRVH HQG XVHUV ZKR KDYH KLJKHU

OHYHOV RI XVDJH� 7KLV DUJXPHQW� ZKLOH VXSHUILFLDOO\ DSSHDOLQJ� LV IODZHG HFRQRPLFDOO\ RQ WZR

OHYHOV� )LUVW� LQ PDQ\ FDVHV UHYHQXHV VHUYH DV D SRRU SUR[\ IRU XVDJH� 7ZR FXVWRPHUV ZLWK

GLIIHUHQW ORQJ�GLVWDQFH FDOOLQJ SODQV FRXOG H[KLELW H[DFWO\ WKH VDPH XVDJH� LQ WHUPV RI

PLQXWHV� \HW SURGXFH VLJQLILFDQWO\ GLIIHUHQW UHYHQXHV IRU DQ ,;& DQG EH DVVHVVHG VLJQLILFDQWO\

GLIIHUHQW DPRXQWV IRU WKH 86) IXQG� 6HFRQG� DQG PRUH LPSRUWDQWO\� WKH HFRQRPLF

�� 3ROLF\ DQG 5XOHV &RQFHUQLQJ WKH ,QWHUVWDWH� ,QWHUH[FKDQJH 0DUNHWSODFH� && 'RFNHW 1R� ������ DQG

,PSOHPHQWDWLRQ RI 6HFWLRQ ����J� RI WKH &RPPXQLFDWLRQV $FW RI ����� DV DPHQGHG� && 'RFNHW 1R� ���
���� 5HSRUW DQG 2UGHU �UHO� 0DUFK ��� ������
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MXVWLILFDWLRQ IRU DOO HQG�XVHUV FRQWULEXWLQJ HTXLWDEO\ WR WKH IHGHUDO XQLYHUVDO IXQG LV WKH

H[LVWHQFH RI QHWZRUN H[WHUQDOLWLHV� WKH IDFW WKDW DOO SDUWLFLSDQWV LQ D QHWZRUN EHQHILW ZKHQ WKDW

QHWZRUN LV H[WHQGHG� RU DQ DGGLWLRQDO SDUW\ EHFRPHV D SDUW RI WKH QHWZRUN� :LGHVSUHDG

FRQWULEXWLRQV WR XQLYHUVDO VHUYLFH KDYH EHHQ MXVWLILHG EHFDXVH DOO QHWZRUN SDUWLFLSDQWV EHQHILW

IURP DQ DGGLWLRQDO XVHU MRLQLQJ WKH QHWZRUN �RU QRW GURSSLQJ RII WKH QHWZRUN�� 8QLYHUVDO

VHUYLFH LV� LQ LWV PRVW SXUH IRUP� D SXEOLF JRRG� 7KH SXEOLF VZLWFKHG WHOHSKRQH QHWZRUN

�3671� H[KLELWV WKH NH\ FKDUDFWHULVWLFV DVVRFLDWHG ZLWK SXEOLF JRRGV� QRQ�ULYDO FRQVXPSWLRQ

DQG QRQ�H[FOXVLRQ� $ XVHU RI WKH 3671 GRHV QRW GHSOHWH WKH EHQHILWV DYDLODEOH WR DOO RWKHU

XVHUV� DQG H[FOXVLRQ FRVWV DUH SURKLELWLYH� �� 7KLV FRPELQDWLRQ RI SRVLWLYH H[WHUQDOLWLHV DQG

SXEOLF ZHOIDUH� DQG WKH IDFW WKDW PDUNHW IRUFHV DORQH ZRXOG EH XQOLNHO\ WR EULQJ DERXW

XQLYHUVDO VHUYLFH� GLFWDWH WKDW XQLYHUVDO VHUYLFH VKRXOG EH WUHDWHG LQ D PDQQHU FRQVLVWHQW ZLWK

RWKHU LQVWUXPHQWV WKDW HQKDQFH VRFLDO ZHOO�EHLQJ� VXFK DV SXEOLF KHDOWK DQG SXEOLF GHIHQVH�

7KH FRVWV RI HQVXULQJ XQLYHUVDO VHUYLFH VKRXOG EH VSUHDG DFURVV DV ZLGH D EDVH DV SRVVLEOH�

DQG UHFRYHUHG LQ DQ HTXLWDEOH PDQQHU� 7KH PHFKDQLVP IRU UHFRYHULQJ FRVWV VKRXOG QRW EH

DUELWUDULO\ DWWDFKHG WR D PHDVXUH �LQWHUVWDWH HQG XVHU UHYHQXHV� WKDW KDV QR UHODWLRQVKLS WR WKH

EHQHILWV WKDW XQLYHUVDO VHUYLFH SURYLGHV� 6LQFH XQLYHUVDO VHUYLFH SURYLGHV SRWHQWLDO EHQHILWV WR

DOO FXVWRPHUV� DOO FXVWRPHUV VKRXOG SD\ DQG SD\ HTXDOO\� 7KH PRVW HIILFLHQW PHWKRG IRU

DFKLHYLQJ WKLV LV WR KDYH FXVWRPHUV SD\ RQ D SHU OLQH EDVLV� 7KLV LV WKH RQO\ PHWKRG WKDW

HQVXUHV HTXDO WUHDWPHQW DPRQJ WKH HQG XVHUV ZKR DFWXDOO\ PDNH XS WKH SXEOLF VZLWFKHG

WHOHSKRQH QHWZRUN�

)XUWKHU� WKH XQLYHUVDO VHUYLFH V\VWHP KDV WRR PDQ\ FROOHFWLRQ DJHQWV� ,W LV FRQIXVLQJ

DQG LQFRQYHQLHQW IRU FXVWRPHUV WR EH FKDUJHG IRU IHGHUDO XQLYHUVDO VHUYLFH RQ ERWK WKHLU

ORFDO DQG ORQJ GLVWDQFH ELOOV� 7KHUH LV QR QHHG IRU ERWK /(&V DQG ,;&V WR FROOHFW XQLYHUVDO

�� 6HH 3ULQFLSOHV RI (FRQRPLFV� 5XIILQ DQG *UHJRU\� �����
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VHUYLFH IXQGV IURP WKH VDPH HQG XVHU RQ WKH VDPH OLQH RU FRQQHFWLRQ WR WKH QHWZRUN WR

DFKLHYH WKH VDPH VRFLDO ZHOIDUH JRDO� )RU WKH VDNH RI HIILFLHQF\ DQG HDVH RI DGPLQLVWUDWLRQ�

HQG XVHUV VKRXOG SD\ RQH IHGHUDO XQLYHUVDO VHUYLFH FKDUJH IRU HDFK FRQQHFWLRQ WR WKH

QHWZRUN� %DVLFDOO\� ZLUHOLQH XVHUV FRQQHFW WR D ORFDO H[FKDQJH FDUULHU IRU DFFHVV WR WKH

QHWZRUN� $OPRVW DOO RI WKHVH VDPH FRQVXPHUV DUH SUHVXEVFULEHG WR DQ LQWHUH[FKDQJH FDUULHU�

DQG WKH\ DFFHVV WKH ORQJ GLVWDQFH QHWZRUN WKURXJK WKH ORFDO H[FKDQJH FDUULHU�

6RPH SDUWLHV PLJKW DUJXH WKDW VXFK DQ DUUDQJHPHQW ZRXOG GLVDGYDQWDJH WKH

FROOHFWLQJ SDUW\ FRPSHWLWLYHO\� EXW WKLV IHDU LV ZLWKRXW IRXQGDWLRQ� ,I� IRU H[DPSOH� /(&V

VHUYH DV WKH FROOHFWLQJ SDUW\ WKHUH ZRXOG EH QR EHQHILW WR D FXVWRPHU IURP VZLWFKLQJ /(&V

VLQFH WKH DVVHVVPHQW ZRXOG UHPDLQ UHJDUGOHVV RI ZKDW /(& VHUYHG WKH HQG�XVHU� ,Q

VXPPDU\� D SHU OLQH FKDUJH HTXDOL]HV WKH DPRXQW WKDW HQG�XVHUV SD\ DFURVV DOO XVHUV� DQG D

VLQJOH FKDUJH SHU OLQH HOLPLQDWHV LQHIILFLHQFLHV�

,,,�635,17
6 3/$1 72 5()250 7+( 81,9(56$/ 6(59,&( 6<67(0

6SULQW
V SODQ GLYLGHV FDUULHUV LQWR GLVWLQFW PDUNHW VHJPHQWV DQG WKHQ XVHV DQ

DOORFDWLRQ PHWKRG WR GHWHUPLQH LQWHUVWDWH UHYHQXHV IRU HDFK VHJPHQW� WKXV JUHDWO\ VLPSOLI\LQJ

WKH SURFHVV� &DUULHUV FROOHFW XQLYHUVDO VHUYLFH DVVHVVPHQWV RQ D SHU�OLQH EDVLV �RU� LQ WKH FDVH

RI ZLUHOHVV FDUULHUV� RQ D SHU�QXPEHU EDVLV� DQG UHPLW H[DFWO\ ZKDW WKH\ FROOHFW WR WKH IXQG�

7KH IRUPXOD IRU 6SULQW
V SODQ LV GHSLFWHG LQ $WWDFKPHQW $�

7R LPSOHPHQW WKLV SODQ� WKH &RPPLVVLRQ ZLOO ILUVW GHWHUPLQH DQG SUHVFULEH WKUHH

LQWHUVWDWH DOORFDWRUV� RQH HDFK IRU ZLUHOHVV FDUULHUV��� LQWHUH[FKDQJH FDUULHUV DQG ORFDO

H[FKDQJH FDUULHUV� EDVHG RQ WKH PRVW UHFHQWO\ DYDLODEOH UHSRUWHG GDWD� )RU HDFK JURXS� WKH

�� :LUHOHVV &DUULHUV DUH GHILQHG LQ 6HFWLRQ ,,�$�� VXSUD� DV LQFOXGLQJ DOO &056 SURYLGHUV�
$OWKRXJK ZLUHOHVV FDUULHUV WRGD\ KDYH WKUHH GLIIHUHQW VDIH KDUERU SHUFHQWDJHV� IRU HDVH RI
GLVFXVVLRQ DOO &056 SURYLGHUV ZLOO EH WUHDWHG DV RQH JURXS ZLWK D ��� LQWHUVWDWH DOORFDWRU�
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LQWHUVWDWH DOORFDWRU LV D SHUFHQWDJH WKDW UHSUHVHQWV WKH SURSRUWLRQ RI WKDW JURXS
V LQWHUVWDWH

UHYHQXH WR LWV WRWDO UHYHQXH�

8VLQJ WKHVH SUHVFULEHG LQWHUVWDWH DOORFDWRUV� 86$& ZLOO WKHQ GHWHUPLQH WRWDO

HVWLPDWHG LQWHUVWDWH UHYHQXHV IRU WKH WKUHH JURXSV� :LUHOHVV HVWLPDWHG LQWHUVWDWH UHYHQXH ZLOO

EH FDOFXODWHG E\ PXOWLSO\LQJ WRWDO ZLUHOHVV UHYHQXH WLPHV WKH ZLUHOHVV LQWHUVWDWH DOORFDWRU�

/LNHZLVH� 86$& ZLOO FDOFXODWH /(& HVWLPDWHG LQWHUVWDWH UHYHQXH E\ PXOWLSO\LQJ WRWDO /(&

UHYHQXH WLPHV WKH /(& LQWHUVWDWH DOORFDWRU� DQG ZLOO FDOFXODWH ,;& HVWLPDWHG LQWHUVWDWH

UHYHQXH E\ PXOWLSO\LQJ WRWDO ,;& UHYHQXH WLPHV WKH ,;& LQWHUVWDWH DOORFDWRU� 1H[W� 86$&

GHWHUPLQHV WRWDO ZLUHOLQH HVWLPDWHG LQWHUVWDWH UHYHQXH E\ VLPSO\ DGGLQJ /(& HVWLPDWHG

LQWHUVWDWH UHYHQXH DQG ,;& HVWLPDWHG LQWHUVWDWH UHYHQXH�

7RWDO FDUULHU HVWLPDWHG LQWHUVWDWH UHYHQXHV ZRXOG WKXV HTXDO WKH VXP RI ZLUHOHVV

HVWLPDWHG LQWHUVWDWH UHYHQXH SOXV ZLUHOLQH HVWLPDWHG LQWHUVWDWH UHYHQXH� 86$& ZRXOG WKHQ

GHWHUPLQH WKH ZLUHOHVV LQGXVWU\
V SRUWLRQ RI WKH IXQG
V UHTXLUHPHQW E\ WDNLQJ WKH UDWLR RI

WRWDO ZLUHOHVV HVWLPDWHG LQWHUVWDWH UHYHQXH WR WRWDO FDUULHU HVWLPDWHG LQWHUVWDWH UHYHQXH� DQG

PXOWLSO\LQJ WKH IXQG UHTXLUHPHQW E\ WKDW UDWLR� $W WKH VDPH WLPH� 86$& ZRXOG GHWHUPLQH

WKH ZLUHOLQH FDUULHUV
 SRUWLRQ RI WKH IXQG UHTXLUHPHQWV E\ WDNLQJ WKH UDWLR RI WRWDO ZLUHOLQH

LQWHUVWDWH UHYHQXH WR WRWDO FDUULHU LQWHUVWDWH UHYHQXH� DQG PXOWLSO\LQJ WKH IXQG UHTXLUHPHQW E\

WKDW UDWLR�

7KH SRUWLRQ RI WKH IXQG UHTXLUHPHQW QHHGHG IURP HDFK VHJPHQW ZRXOG WKHQ EH

FROOHFWHG E\ FDUULHUV WKURXJK D SHU OLQH DVVHVVPHQW RQ FXVWRPHUV� )RU ZLUHOHVV FDUULHUV� WKH

DVVHVVPHQW ZRXOG EH SHU WHOHSKRQH QXPEHU UDWKHU WKDQ SHU OLQH� 6SHFLILFDOO\� ZLUHOHVV

FDUULHUV ZRXOG UHSRUW WR 86$& WRWDO ZLUHOHVV WHOHSKRQH QXPEHUV� 86$& ZRXOG WKHQ GLYLGH

WKH ZLUHOHVV SRUWLRQ RI WKH IXQG UHTXLUHPHQW E\ WRWDO ZLUHOHVV QXPEHUV WR GHWHUPLQH DQ

DPRXQW SHU QXPEHU� (DFK ZLUHOHVV FDUULHU ZRXOG WKHQ DVVHVV WKDW UDWH RQ HDFK QXPEHU LW



��

VHUYHV� 6LPLODUO\� ORFDO H[FKDQJH FDUULHUV ZRXOG UHSRUW WR 86$& WRWDO ORFDO H[FKDQJH OLQHV�

86$& ZRXOG WKHQ GLYLGH WKH ZLUHOLQH SRUWLRQ RI WKH IXQG UHTXLUHPHQW E\ WRWDO ORFDO

H[FKDQJH OLQHV WR GHWHUPLQH D UDWH SHU OLQH� (DFK ORFDO H[FKDQJH FDUULHU ZRXOG WKHQ DVVHVV

WKDW UDWH RQ HDFK OLQH LW VHUYHV� VLPLODU WR WKH VXEVFULEHU OLQH FKDUJH� $OO DPRXQWV FROOHFWHG E\

FDUULHUV IURP FXVWRPHUV ZRXOG EH UHPLWWHG WR 86$&�

,9� 635,17
6 3/$1 62/9(6 7+( 6<67(0
6 352%/(06

$� &DUULHU &RQWULEXWLRQV :LOO 0DWFK (QG 8VHU 3D\PHQWV

$V GHVFULEHG DERYH� 6SULQW
V SODQ RSHUDWHV RQ D �FROOHFW DQG UHPLW� PHWKRGRORJ\�

6XPV FROOHFWHG E\ FDUULHUV VKRXOG EH UHPLWWHG LQ IXOO WR 86$&� &DUULHUV VKRXOG SD\ QHLWKHU

PRUH QRU OHVV WKDQ WKH\ FROOHFW� 7KLV FROOHFW DQG UHPLW PHWKRGRORJ\ KDV EHHQ VXFFHVVIXOO\

LPSOHPHQWHG LQ VHYHUDO VWDWH XQLYHUVDO VHUYLFH IXQGV� LQFOXGLQJ 1HYDGD� 7H[DV� .DQVDV�

1HEUDVND� :\RPLQJ DQG 2UHJRQ�

�&ROOHFW DQG UHPLW� ZLOO KHOS HOLPLQDWH FXVWRPHU FRQIXVLRQ DQG DOOHYLDWH WKH

&RPPLVVLRQ
V FRQFHUQ RYHU WKH GLIIHUHQFH EHWZHHQ WKH &RPPLVVLRQ
V FRQWULEXWLRQ IDFWRU

DQG WKH SHUFHQWDJHV DSSOLHG E\ FDUULHUV� ,W ZLOO DOVR VDYH FDUULHU UHVRXUFHV E\ VLPSOLI\LQJ WKH

FDOFXODWLRQ RI WKH SHUFHQWDJH WR EH FKDUJHG WR FXVWRPHUV LQ RUGHU WR UHFRYHU WKH VXP SDLG WR

WKH IXQG� $OO WKH FDUULHUV QHHG GR XQGHU WKLV VROXWLRQ LV WR WUDFN WKH XQLYHUVDO VHUYLFH IXQGV

WKH\ FROOHFW� &ROOHFW DQG UHPLW LV WKH RQO\ PHWKRG LQ ZKLFK FXVWRPHUV FDQ EH DVVXUHG WKDW

WKHLU SD\PHQWV PHHW WKH H[DFW QHHGV RI WKH IXQG�

%� 6SULQW
V 3ODQ 6LPSOLILHV WKH 0HWKRG RI ,GHQWLI\LQJ ,QWHUVWDWH 5HYHQXHV

6SULQW
V SODQ FDOOV IRU WKH &RPPLVVLRQ WR GHYHORS LQWHUVWDWH DOORFDWRUV� EDVHG RQ

FDUULHUV
 H[SHULHQFH DQG UHDVRQDEOH SURMHFWLRQV� WKDW FDQ EH DSSOLHG WR WRWDO HQG�XVHU

WHOHFRPPXQLFDWLRQV UHYHQXHV WR DSSUR[LPDWH LQWHUVWDWH UHYHQXHV� 8VLQJ WKHVH DOORFDWRUV

ZRXOG HOLPLQDWH WKH FRQVWDQW HIIRUW WR VHJUHJDWH DQG UHSRUW LQWHUVWDWH UHYHQXHV� ZKLOH
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PDLQWDLQLQJ D V\VWHP WKDW LV DFFXUDWH DQG LQ FRPSOLDQFH ZLWK WKH 7238& GHFLVLRQ
V PDQGDWH

WR EDVH FRQWULEXWLRQV RQO\ RQ LQWHUVWDWH UHYHQXH� 7KHVH LQWHUVWDWH DOORFDWRUV ZRXOG EH VLPLODU

LQ QDWXUH WR WKH ZLUHOHVV VDIH KDUERU SHUFHQWDJH� H[FHSW WKDW UDWKHU WKDQ RSHUDWH DV D VDIH

KDUERU RSWLRQ� WKH DOORFDWRUV ZRXOG EH PDQGDWHG� 0DQGDWHG DOORFDWRUV SURYLGH

DGPLQLVWUDWLYH HIILFLHQF\ DQG FRPSHWLWLYH QHXWUDOLW\� EHFDXVH FDUULHUV ZRXOG EH UHOLHYHG RI

SHUIRUPLQJ WKH PDFKLQDWLRQV QHFHVVDU\ WR GHULYH LQWHUVWDWH UHYHQXHV� DQG ZRXOG EH DVVXUHG

WKDW DOO FDUULHUV LQ WKHLU VHJPHQW DSSOLHG WKH VDPH DOORFDWRU WR WKHLU UHYHQXHV�

%HFDXVH RI WKH GLIIHUHQFHV DPRQJ PDUNHW VHJPHQWV� WKUHH LQWHUVWDWH DOORFDWRUV DUH

QHHGHG� RQH HDFK IRU ZLUHOHVV� ORQJ GLVWDQFH DQG ORFDO FDUULHUV� +RZHYHU� EHFDXVH RI WKH

VLPLODULW\ DPRQJ FDUULHUV ZLWKLQ D PDUNHW VHJPHQW� RQH DOORFDWRU FDQ EH DSSOLHG WR DQ HQWLUH

VHJPHQW� VXFK DV ,;&V� ZKLOH PDLQWDLQLQJ VXIILFLHQW DFFXUDF\ DPRQJ FDUULHUV� %DVHG RQ D

UHYLHZ RI UHFHQW )RUP ���V� ,;&V
 LQWHUVWDWH HQG XVHU UHYHQXHV WHQG WR EH DSSUR[LPDWHO\

��� RI WKHLU WRWDO HQG XVHU WHOHFRPPXQLFDWLRQ UHYHQXHV� 7KHUHIRUH� 6SULQW EHOLHYHV WKDW ���

ZRXOG EH DQ DSSURSULDWH LQWHUVWDWH DOORFDWRU IRU ,;&V� /(&V KDYH PRGHVW HQG XVHU LQWHUVWDWH

UHYHQXHV� FRQVLVWLQJ SULPDULO\ RI WKH IHGHUDO VXEVFULEHU OLQH FKDUJH� 6SULQW DVVHUWV WKDW D

��� DOORFDWRU ZRXOG EH DSSURSULDWH�

:LWK UHJDUG WR WKH ZLUHOHVV VHJPHQW� LQ WKH 1350� WKH &RPPLVVLRQ VHHNV FRPPHQW

RQ WKH DSSURSULDWHQHVV RI WKH FXUUHQW ZLUHOHVV LQWHUVWDWH DOORFDWRU RI ������ 7KH

&RPPLVVLRQ RULJLQDOO\ FKRVH ��� DV D SUR[\ E\ XVLQJ WKH QDWLRQZLGH DYHUDJH SHUFHQWDJH RI

LQWHUVWDWH ZLUHOLQH WUDIILF UHSRUWHG IRU SXUSRVHV RI WKH 'LDO (TXLSPHQW 0LQXWHV ��'(0��

ZHLJKWLQJ SURJUDP��� ,Q ����� VRPH ZLUHOHVV FDUULHUV TXHVWLRQHG WKH &RPPLVVLRQ·V UHOLDQFH

XSRQ /(& LQWHUVWDWH WUDIILF OHYHOV DV D SUR[\ IRU WKH ZLUHOHVV DOORFDWRU� *LYHQ WKH IDFW WKDW

��
1350 DW ����

�� :LUHOHVV 6DIH +DUERU 2UGHU DW ������ ����
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WKH ZLUHOHVV DQG ODQGOLQH VHFWRUV KDG YHU\ GLIIHUHQW SULFLQJ VWUXFWXUHV DQG VLQFH FRQVXPHUV

XWLOL]H ODQGOLQH DQG PRELOH WHOHSKRQHV GLIIHUHQWO\� 6SULQW 3&6 XUJHG WKH &RPPLVVLRQ WR

HVWDEOLVK D QDWLRQDO ZLUHOHVV LQWHUVWDWH DOORFDWRU EDVHG RQ WKH PHDQ� RU DYHUDJH� RI WKH GDWD

UHFHLYHG E\ WKH &RPPLVVLRQ RQ WKH )RUP ��� �QRZ )RUP ������� 6SULQW VXEPLWV WKDW VXFK

DQ DSSURDFK UHPDLQV WKH EHVW ZD\ WR GHWHUPLQH ZLUHOHVV LQWHUVWDWH WUDIILF� 7KH )&& VKRXOG

WKHUHIRUH H[DPLQH GDWD VXEPLWWHG E\ ZLUHOHVV FDUULHUV RQ WKH )RUP ��� DQG HVWDEOLVK DQ

DSSURSULDWH SHUFHQWDJH RQ WKDW EDVLV� ,Q WKH DOWHUQDWLYH� DOWKRXJK WKH /(& VXUURJDWH PD\

QRW EH WKH EHVW SUR[\� LW LV UHDVRQDEOH DQG DGPLQLVWUDWLYHO\ VLPSOH WR XVH� ,Q DQ\ HYHQW�

VKRXOG WKH &RPPLVVLRQ GHVLUH WR XVH D SUR[\ IRU WKH ZLUHOHVV DOORFDWRU RWKHU WKDQ WKH WZR

GLVFXVVHG KHUHLQ� WKH &RPPLVVLRQ PXVW SURYLGH D UDWLRQDO EDVLV IRU GRLQJ VR�

&� 7KH 3ODQ 5HGXFHV 5HSRUWLQJ 5HTXLUHPHQWV IRU &DUULHUV DQG 86$&

6SULQW
V SODQ ZLOO JUHDWO\ UHGXFH UHSRUWLQJ QHFHVVDU\ WR DGPLQLVWHU WKH IXQG� &DUULHUV

ZRXOG VLPSO\ QHHG WR SHULRGLFDOO\ UHSRUW WRWDO WHOHFRPPXQLFDWLRQV UHYHQXH VR 86$& FDQ

DSSO\ WKH DOORFDWRUV QHFHVVDU\ WR LGHQWLI\ LQWHUVWDWH UHYHQXHV� 7KLV FDQ EH GRQH RQ DQ DQQXDO

EDVLV�

2QFH LQ SODFH� 6SULQW VHHV QR QHHG WR UHHYDOXDWH WKH DOORFDWRUV IRU WKH QHDU IXWXUH�

,QVWHDG� 6SULQW UHFRPPHQGV WKDW WKH LQLWLDO DOORFDWRUV UHPDLQ LQ HIIHFW IRU VRPH VSHFLILHG

LQWHULP SHULRG RI WLPH� VXFK DV WKUHH RU ILYH \HDUV� 6WDELOL]LQJ WKH DOORFDWRUV ZLOO EULQJ

VLPSOLFLW\ DQG FHUWDLQW\ WR WKH IXQGLQJ V\VWHP� 6LPLODU WR WKH DSSURDFK WDNHQ ZLWK WKH

LQWHULP IUHH]H RI WKH 3DUW �� FDWHJRU\ UHODWLRQVKLSV DQG MXULVGLFWLRQDO FRVW DOORFDWLRQ IDFWRUV���

PDLQWDLQLQJ WKH LQWHUVWDWH DOORFDWLRQ IDFWRUV IRU DQ LQWHULP SHULRG ZLOO VWDELOL]H DQG VLPSOLI\

�� :LUHOHVV 6DIH +DUERU 2UGHU� 6SULQW 3&6 &RPPHQWV WR WKH )1350 �ILOHG -DQXDU\ ��� ����� DW
��

�� -XULVGLFWLRQDO 6HSDUDWLRQV DQG 5HIHUUDO WR WKH )HGHUDO�6WDWH -RLQW %RDUG� && 'RFNHW 1R� �������
5HSRUW DQG 2UGHU� )&& ������ �UHO� 0D\ ��� ������
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WKH XQLYHUVDO VHUYLFH FRQWULEXWLRQ DQG FROOHFWLRQ SURFHVV�

6SULQW
V SODQ DOVR DOOHYLDWHV WKH SUREOHPV FDXVHG E\ WKH VL[�PRQWK UHJXODWRU\ ODJ

FXUUHQWO\ FRQWDLQHG LQ WKH IXQGLQJ PHWKRGRORJ\� %HFDXVH D �FROOHFW DQG UHPLW� PHWKRGRORJ\

HOLPLQDWHV WKH QHHG IRU FDUULHUV WR PDNH DGMXVWPHQWV LQ RUGHU WR VWD\ �ZKROH�� WKH SUREOHPV

FLWHG DERYH �FDUULHU RYHU RU XQGHU�UHFRYHU\� QR ORQJHU H[LVW�

$Q\ RYHUFROOHFWLRQ E\ WKH IXQG FRXOG EH DGMXVWHG E\ 86$& WKURXJK D ORZHU

DVVHVVPHQW LQ IXWXUH SHULRGV� $OWHUQDWLYHO\� VXFK RYHUFROOHFWLRQ FRXOG EH IXOO\ RU SDUWLDOO\

KHOG WR FUHDWH D UHVHUYH��� $Q\ XQGHUFROOHFWLRQ E\ WKH IXQG FRXOG EH VROYHG E\ HLWKHU D

KLJKHU IXWXUH DVVHVVPHQW� D GUDZ RQ IXQGV KHOG LQ UHVHUYH� RU D FRPPHUFLDO ORDQ DUUDQJHG E\

86$&���

'� 7KH 3ODQ 6SUHDGV WKH &RVWV RI 8QLYHUVDO 6HUYLFH WR &XVWRPHUV RQ D 3HU�/LQH

%DVLV

$V LGHQWLILHG LQ 6HFWLRQ ,,�& DERYH� WKH IDLUHVW PHWKRG RI FROOHFWLQJ XQLYHUVDO VHUYLFH

LV WR WUHDW HDFK FRQQHFWLRQ WR WKH QHWZRUN HTXDOO\� 7KXV� ZLUHOLQH FXVWRPHUV ZRXOG HDFK EH

FKDUJHG WKH VDPH DPRXQW SHU OLQH� DQG ZLUHOHVV FXVWRPHUV ZRXOG HDFK EH FKDUJHG WKH VDPH

DPRXQW SHU WHOHSKRQH QXPEHU� 7KH WUXH EHQHILW RI XQLYHUVDO VHUYLFH LV WKH RSSRUWXQLW\ WR

KDYH DOO FLWL]HQV FRQQHFWHG WR WKH QHWZRUN� 7KH EHQHILWV IURP XQLYHUVDO VHUYLFH DUH QRW

EDVHG RQ WKH DPRXQW RI XVDJH RU WKH VL]H RI WKH ELOO� 7KHUHIRUH� D XQLIRUP FKDUJH RQ HYHU\

OLQH RU QXPEHU LV DQ HTXLWDEOH DQG FRPSHWLWLYHO\ QHXWUDO PHWKRG RI SD\LQJ IRU XQLYHUVDO

VHUYLFH�

$Q HTXDO SHU�OLQH FKDUJH LV DOVR GHVLUDEOH� EHFDXVH LW HQFRXUDJHV HDFK FXVWRPHU WR

VHOHFW D FDUULHU EDVHG VROHO\ RQ UDWHV DQG TXDOLW\ RI VHUYLFH� &DUULHUV VKRXOG GLIIHUHQWLDWH

�� 6XFK D UHVHUYH ZDV VXJJHVWHG E\ WKH FRPPLVVLRQ LQ WKH 1350 DW ����
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WKHPVHOYHV EDVHG RQ WKH TXDOLW\ RI WKHLU RIIHULQJV DQG QRW RQ WKH DPRXQW RI WKHLU XQLYHUVDO

VHUYLFH FKDUJH�

2QH LVVXH WKDW SHUVLVWV LQ WKH SHU�OLQH PHWKRG LV KRZ WR FRXQW GHGLFDWHG FLUFXLWV WKDW

FRQWDLQ PXOWLSOH FKDQQHOV DQG RWKHU PXOWL�OLQH EXVLQHVV VHUYLFHV� $ PHFKDQLVP FRXOG EH

LPSOHPHQWHG WKDW DOORZV WKLV VHJPHQW RI WKH PDUNHW WR FRQWULEXWH DQ DPRXQW LQ WKH VDPH

SURSRUWLRQ WKDW LV FRQWULEXWHG WRGD\� 2EYLRXVO\� VRPH W\SH RI SUR[\ FRXOG VROYH WKLV LVVXH�

VXFK DV WKH W\SH RI SUR[\ XVHG LQ FRQQHFWLRQ ZLWK UHFRYHU\ RI ORFDO QXPEHU SRUWDELOLW\

FRVWV���

(� 7KH 3ODQ 6WUHDPOLQHV :LUHOLQH $GPLQLVWUDWLRQ 6R 7KDW (DFK &XVWRPHU 0DNHV

2QH 3D\PHQW SHU :LUHOLQH &RQQHFWLRQ

,W LV LQHIILFLHQW WR KDYH ERWK WKH /(& DQG WKH ,;& DFW DV XQLYHUVDO VHUYLFH FROOHFWLRQ

DJHQWV RQ WKH VDPH FXVWRPHU OLQH� 7KDQNV WR XQLYHUVDO VHUYLFH� QHDUO\ DOO FLWL]HQV DUH

FRQQHFWHG WR WKH ORFDO QHWZRUN� 7KHUHIRUH� WKH /(& LV LQ WKH EHVW SRVLWLRQ WR FROOHFW

XQLYHUVDO VHUYLFH SD\PHQWV� ,W LV D QDWXUDO ILW IRU WKH /(& WR KDQGOH XQLYHUVDO VHUYLFH

FROOHFWLRQ� VLQFH LW LV WKH /(&
V LQIUDVWUXFWXUH WKDW UHTXLUHV VXEVLGL]DWLRQ�

/(& FROOHFWLRQ VDWLVILHV WKH UHTXLUHPHQW WKDW DOO SURYLGHUV RI WHOHFRPPXQLFDWLRQV

VHUYLFH PDNH DQ HTXLWDEOH DQG QRQGLVFULPLQDWRU\ FRQWULEXWLRQ WR WKH SUHVHUYDWLRQ DQG

DGYDQFHPHQW RI XQLYHUVDO VHUYLFH��� %HFDXVH FDUULHUV DUH SHUPLWWHG WR UHFRYHU FRQWULEXWLRQV

IURP FXVWRPHUV� WKH FDUULHUV DUH LQ HIIHFW PHUHO\ D FRQGXLW WKURXJK ZKLFK WR SDVV XQLYHUVDO

VHUYLFH IXQGV WR 86$& IRU GLVWULEXWLRQ� 7KH &RPPLVVLRQ KDV HIIHFWLYHO\ LQWHUSUHWHG �����G�

WR UHTXLUH WKH FXVWRPHUV RI DOO SURYLGHUV WR PDNH DQ HTXLWDEOH DQG QRQGLVFULPLQDWRU\

FRQWULEXWLRQ WR WKH IXQG� 7KHUHIRUH� D FDUULHU SD\V LWV IDLU VKDUH VR ORQJ DV LWV FXVWRPHU LV

��
6HH �� &�)�5� ��������F��

��
6HH �� &�)�5� �������D����

��
6HH �� 8�6�&� �����E���� DQG ����G��
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PDNLQJ DQ DSSURSULDWH FRQWULEXWLRQ� %\ SD\LQJ RQ D SHU�OLQH EDVLV HDFK ZLUHOLQH FXVWRPHU

ZLOO FRQWULEXWH IDLUO\� EDVHG RQ WRWDO LQWHUVWDWH ZLUHOLQH UHYHQXH� ,Q HIIHFW� WKH /(&V ZRXOG

VLPSO\ EH PDNLQJ XQLYHUVDO VHUYLFH FROOHFWLRQV RQ EHKDOI RI WKHPVHOYHV DQG WKH ,;&V RQ DQ

HTXLWDEOH DQG QRQGLVFULPLQDWRU\ EDVLV�

/(& FROOHFWLRQ RQ EHKDOI RI ,;&V DOVR DGGUHVVHV WKH �]HUR�ELOOHU� SUREOHP� =HUR�

ELOOHUV DUH ,;& FXVWRPHUV ZKR KDYH WKH ULJKW WR DFFHVV WKH LQWHUVWDWH QHWZRUN� EXW GLG QRW GR

VR LQ D JLYHQ PRQWK� ,W ZRXOG EH YHU\ GLIILFXOW IRU WKH ,;&V WR FROOHFW RQ D SHU�OLQH EDVLV

IURP FXVWRPHUV ZKR RWKHUZLVH KDYH QR WROO FKDUJHV� )RUFLQJ WKH ,;&V WR FRQWLQXH WR LVVXH

ELOOV� WUDFN DQG FROOHFW GHOLQTXHQFLHV� DQG GHDO ZLWK LUULWDWHG FXVWRPHUV LV D ZDVWH RI

UHVRXUFHV� WKH FRVW RI ZKLFK LV OLNHO\ WR EH XOWLPDWHO\ ERUQH E\ RWKHU FRQVXPHUV� &ROOHFWLRQ

E\ WKH /(&V VROYHV WKLV SUREOHP� WKH ]HUR�ELOOHU UHFHLYHV WKH EHQHILWV RI XQLYHUVDO VHUYLFH DQG

SD\V WKH DSSURSULDWH DPRXQW ZLWKRXW VXIIHULQJ WKH IUXVWUDWLRQ RI UHFHLYLQJ D VHSDUDWH ,;&

ELOO ZLWK QRWKLQJ RQ LW EXW WKH SHU�OLQH XQLYHUVDO VHUYLFH FKDUJH� )XUWKHUPRUH� LI ,;&V ZHUH

UHTXLUHG WR DVVHVV SHU�OLQH FKDUJHV� FXVWRPHUV ZKR WHQGHG WR ELOO ORZ DPRXQWV ZRXOG EH

LQFHQWHG WR FDQFHO WKHLU 3,&V LQ RUGHU WR DYRLG WKH FKDUJH� 7KLV FRXOG UHVXOW LQ D WHPSRUDU\

VKRUWIDOO LQ WKH IXQG� RU ZRXOG LQHTXLWDEO\ LQFUHDVH WKH XQLYHUVDO VHUYLFH EXUGHQ RQ

FXVWRPHUV ZKR UHWDLQHG WKHLU SUHVXEVFULSWLRQ� %HFDXVH WKH ,;&V VHUYH D VLJQLILFDQW QXPEHU

RI ]HUR�ELOOHUV� LI ,;&V DUH UHTXLUHG WR PDNH XQLYHUVDO VHUYLFH FROOHFWLRQV� WKHQ D SHU�OLQH

PHWKRG LV QRW SUDFWLFDO� $V HYLGHQFH� RQH QHHG RQO\ ORRN WR WKH SUHVXEVFULEHG LQWHUH[FKDQJH

FDUULHU FKDUJH� ZKLFK ZDV GLVFRQWLQXHG GXH WR VLPLODU SUREOHPV���

�� $FFHVV &KDUJH 5HIRUP� && 'RFNHW 1R� ������� 6L[WK 5HSRUW DQG 2UGHU� 3ULFH &DS 3HUIRUPDQFH
5HYLHZ IRU /RFDO ([FKDQJH &DUULHUV� && 'RFNHW 1R� ����� 6L[WK 5HSRUW DQG 2UGHU� /RZ�9ROXPH

/RQJ 'LVWDQFH 8VHUV� && 'RFNHW 1R� ������� 5HSRUW DQG 2UGHU� )HGHUDO�6WDWH -RLQW %RDUG RQ
�FRQW�� 8QLYHUVDO 6HUYLFH� && 'RFNHW 1R� ������ (OHYHQWK 5HSRUW DQG 2UGHU� �� )&& 5FG
����� ������
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/(& FROOHFWLRQ RQ EHKDOI RI ,;&V DOVR ZRXOG VDYH ,;&V IURP KDYLQJ WR PDNH

SRWHQWLDOO\ H[SHQVLYH ELOOLQJ DGMXVWPHQWV� /(&V DOUHDG\ FROOHFW SHU�OLQH FKDUJHV DV SDUW RI WKH

QRUPDO FRXUVH RI WKHLU EXVLQHVV� EXW ,;&V JHQHUDOO\ GR QRW� 7KHUHIRUH� LW LV OLNHO\ WKDW ,;&V

ZRXOG KDYH WR UHYLVH WKHLU ELOOLQJ V\VWHPV WR DSSO\ SHU�OLQH FKDUJHV�

)LQDOO\� FRPELQLQJ WKH ,;& DQG /(& XQLYHUVDO VHUYLFH FKDUJHV RQ WKH /(& ELOO ZLOO

QRW FDXVH ORFDO ELOOV WR H[FHHG DIIRUGDEOH OHYHOV� )LUVW� WKHVH FKDUJHV ZLOO QRW EH DVVHVVHG RQ

OLIHOLQH FXVWRPHUV� 6HFRQG� DV D SHU�OLQH FKDUJH� WKLV LV QRW D UDWH LQFUHDVH DW DOO� EXW VLPSO\ D

VKLIW WR WKH ORFDO ELOO RI D FKDUJH WKDW ZDV DOUHDG\ RQ WKH ORQJ GLVWDQFH ELOO� 6LQFH WKH ORFDO

FXVWRPHU LV WKH VDPH HQWLW\ DV WKH ORQJ GLVWDQFH FXVWRPHU� WKLV VKLIW VLPSO\ FRQVROLGDWHV D

SHU�OLQH IHGHUDO XQLYHUVDO VHUYLFH FKDUJH LQ RQH ORFDWLRQ IRU ZLUHOLQH FXVWRPHUV� 6SULQW LV QRW

DZDUH RI DQ\ ZLUHOLQH ORQJ GLVWDQFH FXVWRPHU WKDW GRHV QRW KDYH ORFDO VHUYLFH�

)� 7R WKH ([WHQW 3RVVLEOH� 7KH 3ODQ 0DLQWDLQV WKH 6WDWXV 4XR RQ $PRXQWV 3DLG

E\ WKH :LUHOLQH DQG :LUHOHVV 0DUNHW 6HJPHQWV

&XUUHQWO\� WKHUH LV DQ DFFXUDWH GLYLVLRQ RI FRQWULEXWLRQV DPRQJ PDUNHW VHJPHQWV�

6SULQW
V JRDO LV WR PDLQWDLQ WKLV DFFXUDF\ ZKLOH WUDQVLWLRQLQJ WR D SHU OLQH DVVHVVPHQW� %\

VHJUHJDWLQJ ZLUHOHVV IURP ZLUHOLQH� DQG XVLQJ D VHSDUDWH SHU OLQH DVVHVVPHQW IRU HDFK� ERWK

VHJPHQWV FDQ FRQWLQXH WR PDLQWDLQ WKH DFFXUDWH FRQWULEXWLRQ UDWLRV WKDW WKH IXQG FXUUHQWO\

UHIOHFWV�

9� &21&/86,21

7KHVH &RPPHQWV KDYH RXWOLQHG 6SULQW
V SODQ IRU FROOHFWLQJ DQG UHPLWWLQJ IHGHUDO

XQLYHUVDO VHUYLFH IXQGV WKDW DGGUHVVHV WKH PDMRU LVVXHV UDLVHG E\ WKH &RPPLVVLRQ LQ WKH

1350� 7KH SODQ HOLPLQDWHV DQ\ PLVPDWFK EHWZHHQ FRQWULEXWLRQ DQG FROOHFWLRQ RI XQLYHUVDO

VHUYLFH IXQGV� ,W HDVHV 86$& DQG FDUULHU EXUGHQV E\ SURYLGLQJ D VLPSOH PHWKRG RI

LGHQWLI\LQJ LQWHUVWDWH UHYHQXHV DQG UHGXFHV UHSRUWLQJ UHTXLUHPHQWV� ,W VSUHDGV WKH FRVW RI



��

XQLYHUVDO VHUYLFH WR FRQVXPHUV HTXLWDEO\ DQG VWUHDPOLQHV ZLUHOLQH FROOHFWLRQ PHWKRGV VR WKDW

FRQVXPHUV RQO\ SD\ RQH FKDUJH IRU HDFK FRQQHFWLRQ WR WKH QHWZRUN� )LQDOO\� WKH SODQ

PDLQWDLQV WKH FXUUHQW SD\PHQW SURSRUWLRQ EHWZHHQ ZLUHOLQH DQG ZLUHOHVV FDUULHUV� 7KH

&RPPLVVLRQ VKRXOG SURPSWO\ LPSOHPHQW WKLV SODQ�

5HVSHFWIXOO\ VXEPLWWHG�

635,17 &25325$7,21

%\ BBBBBBBBBBBBBBBBBBBBBB
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